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lie LEGISLATURES in 1961 enacted more than 60 major tax changes which are expected 
to produce nearly $1 billion of additional revenue in the current fiscal year (1962). When 
this additional revenue is added to the expected increase from existing tax sources, total state 


tax collections for fiscal 1962 should amount 
to about $21 billion. 


The tax record of the 1961 legislatures up to Octo- 
ber indicates that there has been no let-up in the search 
for additional revenues through a multiplicity of tax 
changes. In almost every state proposals for new taxes, 
for higher rates, and for broadening the bases of exist- 
ing taxes were introduced in the 1961 sessions, ac- 
cording to a survey just completed by Tax Foundation. 
An earlier survey on the eve of this year’s sessions 
showed measures under discussion that, if adopted, 
would add between $1 and $2 billion to state tax 
revenues (or between 5 and 10 percent). As in recent 
years these measures far outnumbered and exceeded 
the proposals for the reduction or repeal of taxes. The 
results of the sessions amply confirmed these forecasts. 


By the time of adjournment, taxpayers in 33 of the 
48 states whose legislatures met this year faced impor- 
tant changes in their future tax liabilities. Only the 
legislatures meeting in Alabama, Arizona, Colorado, 
Hawaii, Indiana, Louisiana (where no tax changes 
could be made in the fiscal session), Massachusetts, 
Mississippi (special session), Montana, Nebraska, 
Oregon, Rhode Island, South Dakota, Tennessee and 
Vermont made no major changes in their state tax 
structures in 1961, although in a few of these major 
changes are under discussion. 


While the number of changes made this year was 
roughly half the record number made in 1959, the 
expected yield of $1 billion is approximately equal to 
the additional revenues from the 1959 changes and is 
in line with pre-session estimates. (Comparisons with 
1961 must be made with odd-numbered years since 
the legislatures of less than half the states meet in 
regular session in even-numbered years.) Further- 
more, the number of major changes made in 1961 was 
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double those in 1957 and a third fewer than those in 
1955, the previous peak year. 


The number and nature of the state tax changes 
‘made in 1961 extends the sharp rise in general state 
tax revenue (excluding unemployment insurance 
taxes) since World War II as shown by the following 
figures (in billions of dollars) : 


1948 6.7 1958 14.9 

1950 7.9 1960 18.0 

1952 9.9 1961 19.0 

1954 11.1 1962 21.0 (estimate) 
1956 13.4 


With due allowance for inflation and economic fluc- 
tuations the upward trend is steep and shows no signs 
of diminishing. It should also be noted that $1 billion 
of the estimated $2 billion increase from 1961 to 1962 
is due to the expected increased yield of existing taxes, 
a factor of considerable significance both to the tax- 
payer and to the taxing authority. 


The Tax Foundation survey of official state agencies 
and private governmental research organizations 
revealed as of October that the most common causes 
or occasions for tax increases this year were as- 
sociated with the expansion and increased costs of 
existing programs. Higher school aid appropriations 
were often cited. Lower revenue yields frequently 
mentioned two years ago as a reason for additional 
taxes were noted as a primary factor by only two states 
and mentioned by only five others. 


Governors in a third of the states submitted spend- 
ing programs which could be financed from existing 
revenue sources, and in almost all of these states no 
additional major tax changes were enacted. However, 
among these states were some which had made sub- 
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stantial tax changes in 1959. Governors of three other 
states submitted alternative budgets, one financed by 
collections from currently existing sources and a 
second and larger budget requiring additional revenue. 
Governors in the remaining states generally advanced 
programs that called for more taxes. Only one state, 
New York, had accumulated a sufficient surplus to 
permit a temporary tax “forgiveness” to individual 
income taxpayers this year, but the Governor has 
announced that there will be no “forgiveness” next 
year. 


When additional revenue was required, states gen- 


_ erally turned in 1961 as in earlier years to existing 


taxes. This year selective and general sales taxes were 
again the most frequent target. Income tax changes, 
both corporate and individual, received attention in 
states which rely on these types of taxes, although 
interstate competition tends to deter some corporate 
income tax increases. 


The numerous changes in the cigarette tax and gen- 
eral retail sales tax rates in 1961 reflect the interest in 
these sources shown throughout the postwar period. 
Greater Federal aid for highways financed by Federal 
taxes on motor fuels, trucks, automobiles and parts 
aiid accessories probably accounts for lessened state 
activity in the gasoline tax field in recent sessions. 
Alcoholic beverage taxes again came in for a share of 
increases. 


Picking up additional revenue without changing tax 
rates was resorted to by several states in 1961. This 
type of procedure postpones until a later date any 
major decision on expenditure reductions or on tax 
increases. Such methods include the withholding of 
individual income taxes, broadening tax bases, and 
accelerating payments of other taxes. These measures 
generally afford one-time revenue relief and cannot 
be repeated. 


Although changes in existing selective sales taxes 
as usual were the most numerous because they appear 
to be the easiest means legislatures have found to 
secure additional revenue, new broad-based taxes 
were enacted in Texas and West Virginia. Texas levied 
a 2 percent sales and use tax to become the 12th state 
in the postwar period to include this type of tax in its 
state tax structure. By levying an individual net in- 
come tax, West Virginia became the first state during 
the postwar period to make use of this source, except 
for Alaska which enacted a similar tax in 1949 when 
it was a territory. Although frequently considered, only 
three states—Delaware, New Jersey and Rhode Island 
—have adopted a corporation net income tax since the 
end of World War II, again with the exception of 
Alaska in 1949. 


Despite the evident disposition to patch up existing 
taxes and get by for another year, considerable atten- 
tion was given to major tax revision in some states. 
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Gubernatorial budget suggestions for new major state 
taxes included: personal income in Rhode Island, 
sales tax in Virginia (1960), and individual and cor- 
poration income taxes in Michigan and Washington. 
A sales tax proposal was vetoed by the Governor of 
Wisconsin on August 30, 1961. In New Jersey and 
Nebraska, sales and individual income tax proposals 
are currently under discussion. Furthermore, studies 
of the state tax structure by interim legislative bodies 
were authorized or are under way in at least eight 
states. 


Although the estimated increase in revenues from 
the 1961 state tax changes is substantial, there is every 
indication that further tax action will be an important 
order of business in the next few years. The pressures 
on state governments arise in large degree from the 
needs of a rapidly growing population (with the most 
rapid growth in the younger and older age groups), 
continued urbanization, and a rising standard of living 
which is associated with a higher level of governmental 
services. However, these pressures are supplemented 
by those of a wide variety of special interest groups 
inside and outside of government. 


Since these facts all point to higher appropriations, 
certain developments may be anticipated in state 
taxation. The built-in increases in present state tax 
structures may not yield the amounts needed. Local 
governments, particularly in the larger metropolitan 
centers, will undoubtedly continue to have difficulties 
financing public services at the local level and turn 
increasingly to the states and Federal governments. 
Since some of the pressures on state budgets come 
from state aids to local governments, the burden of 
local property taxes and the possibility of granting 
localities some authority to levy local non-property 
taxes must be reviewed in many states. For the 
duration of the cold war (that is as long as defense 
expenditures remain high or rise) the Federal gov- 
ernment will have monumental financial problems 
of its own and may be less inclined to pump funds 
back to the states and localities. State governments 
will soon find that they can no longer patch up their 
existing tax structures with piecemeal changes, espe- 
cially in selective sales taxes, to get adequate revenues, 
that further increases in general sales taxes are meet- 
ing increasing resistance, and that there are fewer 
and fewer ways to put off major decisions on expendi- 
tures and taxes. Income tax states will certainly be 
forced to examine sales taxes, and sales tax states 
must look more seriously into the possibility of in- 
come taxes, unless expenditures can be controlled. 
Higher rates and broadened bases in states now de- 
pending on both these sources can be expected to come 
in for much more consideration. 


These developments in state taxation growing out 
of state tax action in 1960 and 1961 pose significant 
challenges to legislators and taxpayers alike. Further 
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resort to tax and financing “gimmicks” will not solve 
the financial problems of state governments. Costs of 
new and existing expenditure programs must be pro- 
jected more realistically and the full facts presented 
to the citizenry. Spending must be identified with 
taxation in the minds of both legislators and citizens. 
Before tax changes are enacted, every avenue of 
economy and efficiency relating to present expendi- 
tures must be explored and every program evaluated. 
The attempts to shift responsibility from the state 
government to the Federal government must be recog- 
nized for the blind alley that it is. Finally, citizens and 
state officials in many states must soon come to grips 
with the real problems of tax revision and reform 
which all too often in 1960 and 1961 they were un- 
willing to do. 


Summary of Tax Changes 


In 1961 seven states adopted new taxes and 25 
states raised the rates or broadened the bases of ex- 
isting taxes; only three states reduced rates of major 
taxes, although numerous minor changes were made 
which reduce the effective rate for some taxpayers. 
Five states adopted withholding provisions for indi- 
vidual income taxes and several states adopted pro- 
visions tying their income tax definitions to the Federal 
law thereby simplifying administration and compli- 
ance. The bulk of tax legislation in 1961 centered 
on the six major state taxes—the individual income 
tax, the corporation income tax, the retail sales and 
use tax, and excise taxes on cigarettes and tobacco 
products, alcoholic beverages, and motor fuels. How- 
ever, not all tax measures were limited to these major 
taxes. Action was also taken on taxes on insurance 
premiums, severance taxes, pari-mutuel taxes, motor 
vehicle registration, license and title fees, and cor- 
poration or business franchise taxes. 


In 1960 the most noteworthy tax actions were by 
Kentucky and Virginia, the only two states which 
held no 1961 legislative session. Both states adopted 
new taxes—Virginia, a cigarette and cigar tax, and 
Kentucky, a retail sales and use tax. Other 1960 tax 
changes are discussed below. 


Forty-seven state legislatures met in regular session 
in 1961. As this article went to press, a few states 
were still working on tax legislation (six states were 
meeting in regular or special sessions or were in 


recess ). 
New State Taxes 


New major state taxes were enacted during 1961 
in Illinois, Minnesota, New Jersey, Texas, and West 
Virginia. Texas’ sales and use tax and New Jersey’s 
personal income tax on commuters are expected to 
be the largest new revenue producers. The Texas 
tax is estimated to produce about $320 million in 


the biennium which began September 1, 1961. The 
New Jersey “commuter” tax has been estimated to 
yield about $50 million annually. 


West Virginia adopted a new personal income tax 
coupled with a withholding provision. Illinois enacted 
two new taxes—one on gross receipts from transient 
rentals of hotels and motels and the other a service 
occupation sales and use tax of 3 percent (additional 
.) percent authorized for localities). Texas, in addi- 
tion to its new sales tax, adopted a dedicated reserve 
gas tax. Minnesota adopted a “filers” tax on indi- 
viduals who file individual income tax returns showing 
less than $10 or no tax liability. 


Other new taxes were adopted by three states (Con- 
necticut, New Hampshire, and South Carolina). These 
included: a new motor carriers road tax in Connecti- 
cut (to replace a gross weight tax which was repealed) ; 
a $5 head tax in New Hampshire; and a new estate 
tax in South Carolina to replace the old inheritance 
and estate taxes which were repealed. 


Increased Rates and Broadened Bases 


Twenty-five states increased rates or broadened 
the bases to which taxes applied in one or more of 
the major state taxes. Sixteen states increased the 
cigarette tax, 12 states increased the excise on alco- 
holic beverages, 5 states increased the tax on gasoline, 
four states increased their retail sales and use tax 
rates, while 10 states, including one which raised 
rates, broadened the base to which the sales tax 
applied. Five states increased tax rates on income. 


During the 1960 legislative year major tax action 
included: an increase in Michigan’s sales and use 
tax; increases in business corporation, cigarette, gaso- 
line, inheritance, and gift taxes in Rhode Island; 
higher levies on beer in Virginia; and gasoline tax 
rate increases in Alaska and Virginia. 


Retail Sales and Use Taxes. Major legislation af- 
fecting retail sales and use taxes was a new 2 percent 
tax in Texas in 1961 and a 3 percent tax in Kentucky 
in 1960, with the proceeds in Kentucky paying for 
a veterans’ bonus. A new sales tax enacted by the 
Wisconsin legislature in mid-August was vetoed by 
the Governor; tax action there is incomplete and 
the legislature, which will reconvene October 30, must 
find revenue to finance the state budget adopted for 
the current biennium. 


Other action on this tax source in 1961 included 
higher rates in four states and broadened bases in 
ten states. Among the latter changes, Maryland ended 
the exemption for restaurant meals, North Carolina 
brought food under the tax and Kansas included 
cigarettes and alcoholic beverages as taxable items. 
A few states narrowed the tax base by exempting 
certain medical purchases. The top state rate of 4 
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percent exists in three states, which is followed by 
one of 3.5 percent in two states. 


In 1960, legislation involving the retail sales and 
use taxes included the new tax in Kentucky and an 
increase in the Michigan rate to 4 percent (effective 
January 1, 1961). 


Cigarette and Tobacco Products Taxes. Cigarette 
and tobacco products taxes were those most chosen 
for action by the 47 state legislatures meeting in 
1961. Sixteen states increased the cigarette tax be- 
tween Ic and 4c per pack. The top rate of 8c per pack 
is now levied by five states, with Alaska and New 
Mexico raising their rates by 3c per pack to join 
Louisiana, Montana, and Texas. Maryland also raised 
the state cigarette tax rate by 3c per pack, but at 
the same time local authority to levy a similar tax 
was rescinded. 

Nevada provided the highest per pack increase 
by adding 4c to the old rate of 3c per pack. 


The 1960 legislatures also did not bypass this 
source of revenue. Virginia became the 47th state 
to levy a cigarette tax when the Virginia legislature 
enacted a 3c per pack tax on cigarettes effective 
August 1, 1960. Three states, Colorado, North Caro- 
lina, and Oregon, currently levy no tax on cigarettes. 
In 1960, Virginia also levied a tobacco products ex- 
cise on cigars. 


Kentucky reduced the rate of its cigarette tax from 
3c to 2Y%c per pack during the 1960 session. State 
licensing provisions for sellers of tobacco products 
were repealed at the same time. In 1960, Rhode Island 
raised its levy by Ic per pack to 6c, effective June 1, 
1960. The same increase and rate became effective 
January 6, 1961 in New Jersey. 


Alcoholic Beverage Taxes. Another trequent target 
of the state legislatures for raising additional revenue 
was the alcoholic beverages tax. Washington State 
adopted a tax on hottled liquor sold by state liquor 
stores at a rate of 18c on pints and 29c on fifths 
and increased its levy on liquor sales. Eleven other 
states increased rates in one or more of the alco- 
holic beverage classifications. Connecticut and New 
Mexico increased license permit fees, and Ohio passed 
legislation placing the impact of the tax on consumers. 


Legislation in 1960 involving alcoholic beverage 
taxes was limited to increases on malt beverages and 
a 10 percent tax on the sales price of alcoholic bev- 
erages by Virginia, license fees increases for both 
retailers and wholesalers by Rhode Island, and in- 
clusion of temporary tax increases which had been 
scheduled to expire June 30, 1960 in permanent rates 
on beer, wine, malt, and malt extracts by South 
Carolina. All 1960 changes were effective July 1, 1960. 


Gasoline Tax and Motor Vehicle Fees. Motorists 
came in for a substantial share of tax increases as 
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a result of 1961 legislation. Tax rate increases of Ic 
or 2c per gallon were enacted by five states (Alaska, 
Missouri, New Jersey, Pennsylvania, and Washing- 
ton). Missouri’s rate increase, already in effect, must 
be approved by the electorate to become permanent. 


Legislation affecting the motorist was not limited 
to the tax on gasoline. Fifteen states (Alaska, Ar- 
kansas, Connecticut, Florida, Maine, Maryland, Mon- 
tana, Nebraska, New Jersey, New Mexico, North 
Dakota, Texas, Utah, Vermont, and Washington) 
increased drivers’ license and/or registration fees. 
Additionally, four states imposed or raised levies 
measured by the value of the automobile. Indiana 
imposed an annual levy at 2 percent of value in lieu 
of property taxes; Montana made all new passenger 
motor vehicles for which license and original title 
were sought subject to a special sales tax; Vermont in- 
creased its automobile sales and use tax; and West 
Virginia raised its tax for certification of title. There 
were also a few minor reductions in some states. 


During the 1960 legislative session, Alaska, Rhode 
Island, and Virginia increased their tax rates on gaso- 
line. Alaska’s increase of 2c per gallon was effective 
April 1, 1960 and the Ic per gallon increases made 
by Rhode Island and Virginia were effective June 1, 
1960 and July 1, 1960, respectively. 


Income Taxes. Major development in the income 
tax field was a new individual net income tax enacted 
in West Virginia. Other changes by 1961 legislatures 
on individual income taxes included increased rates 
by four states, liberalization of exemptions, credits 
and deductions by eight states, and a temporary 10 
percent reduction in the 1960 income tax liability 
in New York. Higher corporation income tax rates 
were enacted in three states. 


West Virginia’s income tax, a Federally-based levy, 
applies to tax years ending on and after December 
31, 1961; withholding and declarations of estimated 
income are part of the package. 


New Jersey enacted a New York-type individual 
income tax characterized as an “Emergency Trans- 
portation Tax” applying to commuters. Withholding 
provisions coupled with the new tax was to become 
effective July 1, 1961 for New Yorkers employed by 
New Jersey companies. This limited-income tax prob- 
ably will be tested in the courts on grounds that it 
is discriminatory and unconstitutional. Illinois’ Gov- 
ernor vetoed a somewhat similar measure affecting 
commuters. 


In 1960, Mississippi provided for a gradual reduc- 
tion of maximum corporation income tax rates be- 
tween calendar years 1961 and 1966. During this 
same year, five states reduced individual income taxes 
—Kentucky and Mississippi lowered both rates and 
increased exemptions, while Hawaii, New York and 
South Carolina adjusted exemptions. 
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Reduced Rates and Repealed Taxes 


Three states reduced or repealed major state taxes 
in 1961 legislative sessions. New York repealed an 
excise levied at 15 percent of the wholesale price of 
tobacco products, and Minnesota acted to reduce its 
rate on tobacco products. 


Michigan reduced the effective tax rate on ciga- 
rettes. It also allowed the temporary tax increases 
enacted as emergency measures in 1959 (a portion 
of the corporation franchise tax and a use tax on 
communications ) to expire June 30, 1961. New York, 
in turn, granted further tax relief by allowing a 10 
percent reduction from the tax liability under 1960 
law for personal income taxpayers. 


In 1960, major tax reductions were decreases in 
state personal income tax in Hawaii, Kentucky, Mis- 
sissippi, New York and South Carolina. Kentucky also 
reduced its cigarette tax rate. 


Withholding Provisions 


Withholding provisions were adopted by five states 
in 1961 (Minnesota, Missouri, New Mexico, Okla- 
homa, and West Virginia) to bring to 24 the number 
of states employing this procedure to tighten the ad- 
ministration of their income tax. Only Minnesota 
forgave a portion of the double tax payment associated 
with withholding; the forgiveness amounted to 75 
percent of the tax due on 1961 income excluding 
the new 5 percent surtax. 


Connecticut legislation in 1961 permits the with- 
holding of New York income tax from the wages 
and salaries of New Yorkers employed by Connecti- 
cut concerns and requires such withholding from 
employees of New York concerns doing business in 
Connecticut. 


Wisconsin’s legislature also included a withholding 
provision in a tax package which the Governor vetoed. 


STATE TAX CHANGES IN 1961° 


All Changes Effective July 1, 1961 Unless Otherwise Noted 





~NEW TAXES 








Motor carriers road tax levied at 6¢ per gallon of gasoline consumed in operations within the state 
with credit allowed for tax paid on fuel purchased in the state, effective 1/1/62. 


Transient rentals of hotels and motels subject to levy at 3% of 97% of gross receipts, effective 
8/1/61; service occupation sales and use tax levied at 3% of cost price of property transferred as a 
result of service rendered, effective 8/1/61; municipal and county service occupation tax authorized 


Connecticut 
Illinois 
up to 42%, effective 7/10/61. 
Minnesota -aeotes 
for taxable years beginning on or after 1/1/61. 








New Hampshire! 





New Jersey | 


Texas | 


Minimum personal income tax, or filer’s tax, based on 1% of first $1,000 of adjusted gross income 


$5 head tax assessed on everyone aged 21-70; assessment date 4/1/61. 


Emergency transportation tax levied on the income of commuters between New York and New Jersey 
at same rates as New York personal income tax,.effective on..1961. income. 


Retail sales and use tax levied at rate of 2%, effective 9/1/61—food, outer clothing costing $10 or 
less, prescription drugs, etc. are exempt; imposed new levy on severance beneficiary of any gas 


well at rate of 1¢ per 1000 cubic feet of residue gas produced (actual tax is difference between 
| existing production tax of 7% of market value and rate of 1¢ per 1000 cubic feet), effective 9/1/61. 


West Virginia 





Adopted a personal income tax at rate of 6% of Federal tax on West Virginia income, effective for 
taxable years ending on and after 12/31/61. 


INCREASED RATES AND BROADENED BASES 


Alaska 


Raised gasoline tax by l¢ to 8¢ \ /61; | 
private vehicles by $10 to $30, effective 1/1/62; raised driver license fees by 


r gallon, effective 7/6/61; raised annual registration fee for 


to $5, effective 


3/9/61; raised cigarette tax by 3¢ to 8¢ per pack, effective 7/6/61; personal income tax raised Y 
2 percentage points to 16% of Federal payment, effective 1/1/61; withholding increased to 16 
of Federal tax withheld, effective 7/7/61; alcoholic beverage taxes increased: wines 21% and less, 
by 10¢ to 60¢ and on liquors over 21% by 50¢ to $4.00 per gallon, effective 7/7/61. 


Arkansas 


Raised motor vehicle registration fee by 50¢ to $1; repealed exemption from use tax granted certain 
industrial equipment, effective 4/1/61. 





a. Does not include legislation of a minor or technical nature unless this legislation had a significant revenue effect. 
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Connecticut 


Delaware 





Florida 


STATE TAX CHANGES IN 1961 (continued) 


Raised cigarette tax by 2¢ to 5¢ per pack, discount rate decreased from 4.5% to 3.1% of face value; 
corporation franchise tax increased by 1.25 percentage points to 5%, unincorporated business tax 
raised by 30¢ to $1.30 per $1,000 gross income up to $60,000 and by 60¢ to $2.60 per $1,000 gross 
income over $60,000, effective for income years beginning in or after 1961; retail sales tax raised 
> percentage point to 3.5%; alcoholic beverage taxes raised: liquor by $1 to $2 per gallon, wines 
under 22% alcohol by 10¢ to 20¢ per gallon, wines over 21% by 25¢ to 50¢ per gallon, beer by $1 to 
$2 per gallon; passenger automobile registration raised $2 to $10 and commercial vehicle registration 


raised by about 30 percent. 


Alcoholic beverage tax raised on wine by 45¢ to 80¢ per gallon, effective 6/23/61; personal income 
tax on net income raised by creation of new brackets and rates ranging from 9% on net income over 
$30,000 and up to $50,000 to 11% in excess of $100,000, with only ¥ increase between old and new 
rates applying to calendar year 1961; maximum income subject to franchise tax raised from $50,000 
to $100,000 (regular investment company franchise maximum remains at $50,000), effective 7/11/61; 
raised cigarette tax by 2¢ to 5¢ per pack, effective 11/1/61. 


Broadened sales tax base to include purchases made by state and Federal banks and meals served in 
junior colleges and universities and colleges, effective 6/22/61; increased driver's license fee by 25¢, 


effective 9/1/61. 

















Idaho 





Kansas 





= 


Raised cigarette tax by 1¢ to 6¢ per pack; raised beer tax rate by 50 percent to $4.65 per 31-gallon 
barrel. 


Raised cigarette tax by 1¢ to 4¢ per pack, effective 5/1/61; raised retail sales and use tax by 0.5 
percentage point to 3.5% and broadened base to include materials used in construction, custom made 
goods, merchandise sold by churches and fraternal organizations if competitive with commercial 
trade, and meals and soft drinks sold in private clubs. 


Broadened base of sales tax to include beer and cigarettes, effective 6/1/61; raised alcoholic bev- 
erage taxes: beer over 3.2% alcohol by 2¢ to 12¢ per gallon, wine up to 14% alcohol by 5¢ to 
20¢ per gallon, wine over 14% by 10¢ to 50¢ per gallon, distilled spirits by 20¢ to $1.20 per gallon, 
effective 6/1/61. 


Raised cigarette tax by 1¢ to 6¢ per pack, reduced distributors discount from 3.5% to 3% of face 
value; tax on wholesale imported malt raised by 9¢ to 25¢ per gallon; minimum tax on liquor sold by 
State Liquor Commission increased from 61% to 65% over actual cost delivered fob warehouse; 
sales tax extended to take out orders from restaurants, effective 9/16/61. 




















— 
— 


= 


| 


Nevada | 


Raised cigarette tax by 3¢ to 6¢ per pack (repealed local authority to levy cigarette tax); adopted 
bracket system for sales tax and broadened sales tax base to include sales of alcoholic beverages 
and meals in restaurants (bracket system does not apply to sales of meals, food or drink, other than 
alcoholic beverages under $1), effective 6/1/61. 


Raised cigarette tax by 1.5¢ to 7¢ per pack; re-enacted previously existing temporary rates (10% 
surtax on normal individual income tax, 1.8% rate on corporation net income and 1.9% rate on 
bank excise) and imposed new temporary surtaxes of 5% on individual normal income tax and 10% 
on corporation income and bank excise taxes, effective for taxable years beginning on or after 1/1/61. 


Raised cigarette tax by 2¢ to 4¢ per pack, discount to distributors lowered from 5% to 3%, effective 
5/1/61; raised alcoholic beverage taxes: distilled spirits by 40¢ to $1.20 per gallon, beer tax by 
31¢ to 93¢ per barrel, light wines by 13¢ to 15¢ per gallon and fortified wines by 5¢ to 15¢ per gallon, 
effective 4/28/61; raised gasoline tax by 2¢ to 5¢ per gallon, effective 10/13/61; bracket system 
enacted with sales less than 25¢ exempt, effective 10/13/61. 


Raised cigarette tax by 4¢ to 7¢ per pack; raised alcoholic beverage taxes: beer tax by 3¢ to 
6¢ per gallon, light wine by 15¢ to 30¢ per gallon, fortified wine by 25¢ to 50¢ per gallon, and dis- 
tilled spirits by 60¢ to $1.40 per gallon, effective 5/1/61. 











New “eases 
New Jersey | 


North Carolina 


Franchise tax on banking institutions increased by 42 percentage point (% percentage point for build- 
ing and loan associations and cooperative banks) to 1% on interest dividends and divided profits, 
effective 3/31/62. 


Raised cigarette tax by 1¢ to 7¢ per pack, effective 5/22/61; raised gasoline tax by 1¢ to 6¢ per 
gallon, effective 6/1/61. 


Raised cigarette tax by 3¢ to 8¢ per pack; raised personal income tax rates from a range of 1% to 
4% to a new range of 1.5% to 6% and corporation income tax increased from 2% to 3%, effective 
for tax years ending after March 31, 1961; license fee for each day of racing raised by $250 to $300 
per day, tax on amounts wagered increased to a — of 1% on $250,000 to 5% on wagers in excess 
of $400,000, effective 3/8/61; beer tax raised by 42¢ to 542¢ per gallon effective 6/9/61. 








Broadened base of sales tax to include sales of food and non-prescription drugs and medicines, services 
of laundry, dry cleaning, linen rentals, hat blocking, etc. establishments; sales tax on airplanes and 
wLte increased from 1% to 1.5% with maximum allowed raised from $80 to $120, effective 
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STATE TAX CHANGES IN 1961 (continued) 


Raised cigarette tax by 2¢ to 7¢ per pack; tobacco products taxes raised: light cigars by 1 mill to 
3.5 mills each, cheroots, stogies by $5 to $10 per thousand, cigars by $10 to $20 per thousand 
(cigars retailing for over 3¥%¢ each), smoking tobacco by 5 percentage points to 25% of factory 








Raised gasoline tax by 2¢ to 7¢ per gallon, effective 4/1/61. 








Raised retail sales and use tax by 0.5 percentage points to 2.5%. 





Motor vehicle purchase and use tax raised to 3% or $225 maximum from 2% or $150 maximum, 





Oklahoma 

list price. 
Pennsylvania 
Utah 
Vermont 

effective 8/1/61. 
Washington 


Raised cigarette tax by l¢ to 7¢ per pack, effective 4/15/61; raised gasoline tax by 1¢ to 7.5¢ per 
gallon, effective 4/1/61; raised license fees on motor vehicles from $6.50 to $6.90, effective 4/1/61; 
additional tax on liquor sales in original package at 1.1¢ per fluid ounce, effective 4/15/61. 





West Virginia 





Wisconsin 


Raised cigarette tax by 1¢ to 6¢ per pack; raised retail sales and use tax by 1 percentage point to 3% 
on sales in excess of $1; raised pari-mutuel pool fee fom 5% to 6%; raised certification fee for car 


titles from 2% to 3% of value. 


Raised cigarette tax by 1¢ to 6¢ per pack, effective 9/1/61; raised tax on liquor under 21% alcohol 
by $1.50 to $2 per gallon, effective 9/1/61. 





Wyoming 





Broadened base of sales tax to include sales of house trailers, tax to be paid before first regis- 
tration, effective 5/20/61. 


TAXES REPEALED AND REDUCED 





Arkansas 
California 


Georgia 


Honey tax of 42% per pound repealed, effective 2/6/61. 


Exemption from sales and use taxes granted for prescription medicines, effective 6/24/61; child 
care income tax deductions conformed to Federal provisions; medical expenses deduction and 
retirement income credit conformed to Federal code, effective 6/24/61. 


Income tax deduction allowed for medical and dental expenses increased from in excess of 5% to in 
excess of 3% of adjusted gross income, effective 4/6/61. 





Idaho 


lowa 


Deduction of Idaho income taxes paid allowed to individuals and interstate corporations in computing 
income tax, effective for taxable years beginning on or after 1/1/61. 


Allowed deduction to individuals and corporations for income taxes paid other states within certain 
limits, effective 7/4/61. 





Maine 


Decreased additional tax on sparkling wines from $5 to $1 per gallon. 





Michigan 


Minnesota 


| 





Missouri 


New Hampshire 


New York 
North Dakota 


Ohio 








| 
| 
| 


South Carolina 


Cigarette tax reduced by l¢ to 5¢ per pack; alcoholic beverage taxes reduced: beer by $1.25 to 
$1.25 per barrel and spirits by 4 percentage points to 4% of retail selling prices. 

Permanent tax on tobacco products reduced by 5 percentage points to 10% of wholesale price and 
temporary additional tax of 5% -allowed to expire; increased-credit-allowed against personal income 
tax for dependents by $1 to $15, for taxable years beginning on or after 1/1/61. 

Allowed deduction of municipal income taxes for state individual income tax purposes, effective 
10/13/61. 

Tax on annuity premiums received by life insurance companies to decrease annually until 1965 when 
such premiums will become exempt. Rate will be 142% in 1962, down from prior 2%, effective 
7/15/61. 

Tobacco products tax of 15% of wholesale price repealed; personal income tax on 1960 income 
reduced 10%. 

Extended the deduction of Federal income taxes paid for state income tax purposes to individuals 
using the standard deduction. 


Certain industrial equipment granted exemption from sales and use tax, effective 1/2/62; exempted 
prescription medicines and therapeutic supports from sales and use taxes, effective 10/16/61. 


Increased allowable deductions to individuals for charitable contributions from 15% of net income 
to 20% of adjusted gross income and ailowed up to an additional 10% of adjusted gross income for 
contributions or gifts to churches, educational institutions, hospitals or medical research organiza- 
tions, effective for taxable years on or after 1/1/61. 
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TAX REVIEW, OCTOBER 1961 





LEGISLATIVE ACTION ON SIX MAJOR STATE TAXES? 


1960 AND 1961 LEGISLATIVE SESSIONS 


Legend: |, increased effective rate; R, reduced effective rate; B, broadened base of tax; 
N, adopted new tax; A, repealed tax; x, no change; — no tax. 





individual Corporation 
Income Income 


Retail Sales 
and Use 


Cigarette and 


Tobacco Products 





State -- 4960 «1961 1960 1961 


1960 


1961 


1960 





Alabama 
Alaska . 
Arizona 
Arkansas 
California 
Colorado 
Connecticut 
Delaware 
Florida 
Georgia 
Hawaii 

Idaho 

Illinois 
Indiana 

lowa 

Kansas 
Kentucky 
Louisiana 
Maine 
Maryland 
Massachusetts 
Michigan 
Minnesota 
Mississippi 
Missouri 
Montana 
Nebraska 
Nevada 

New Hampshire 
New Jersey 
New Mexico 
New York 
North Carolina 
North Dakota 
Ohio 
Oklahoma 
Oregon 
Pennsylvania 
Rhode Island 
South Carolina 
South Dekota 
Tennessee 
Texas 

Utah 
Vermont ; 
Virginia 
Washington 
West Virginia 
Wisconsin 
Wyoming — 


| xxx «x KK MK Xx 
x—x KM MK OX 


|x mx|x|[xxxx x x 
| maxwml|—-|xwxx—x 
| xx x 
x x x 


| x™«x x 
|xx« x x 


[xxx — | «x x 


|x mx2Z2|[_xx|_xxx wD] 
a ae fe ee 


|xxwmxi|xx | x wx x | 


Ws a ae ae 


|xx|]xx wx | x | 


| w—x x x 
oe em | OY ee ee ne ete ff 


[xxx |x» | w] 
| wox-x | x 


Pd 
[x 2l[_xxx]x][ wml [xx | ax w—2~x | 


x 


xl xxl ixilxxxxxi[xxxx lx tl ixlixol—-Ilxxx2xxGx [xxx | xxxxxx 


x 


(*) 


Saolxxol]—-x 2mwx 


|x | wxxx wx 


| | wx 


| x 


|—-2zxxxxx|_xwmow| ow 


ol—-~x | 


|xx«xx«x x 


| xx—KNM KKM KKK KKK KK KKK KKK KK KK 


xxx KEK KKK KKK | KK 


1961 


Dx —— KK KKK Re KKK KK | KKK KK 


» 


Km eK KK KKK KKK | KKK | Pe KK KK 


Alcoholic 
Beverages 


1960 


KKK KK KKK KKK KK KKK KKK KKK KKK KK KKK KK KKK KKK KKK KK KKK 


1961 


» 


x Km KKK KKK — KK KK — 


mm Ke KK KK KK KK KK KK Ke ae KO KK KK OK 





1960 


x KK KKK KKK KR KKK KKK KKK KKK KK KKK KKK KKK KKK KKK KKK KKK KX 


1961 


KKK am KKK KKK KK KK KK KKK a KKK Ko KK KKK KKK KKK KKK KKK KKK KK 


® Does not include legislation of a minor or technical nature, unless this legislation had a significant revenue effect; not all state legislatures met 


in both years. 
+ Gross receipts tax in Alaska and gross income tax in Indiana. 
© Tax on commuters only. 


Source: Commerce Clearing House, State Tax Departments and Private State Governmental Research Organizations. 
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